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EXTRACT OF THE SPECIAL COUNCIL MEETING THAT WAS HELD ON THE 28 TK 
MARCH 2013 IN COUNCIL CHAMBER AT 11*00 

CLL 6 : ADOPTION OF THE DRAFT IBP/ BUDGET FOR THE PERIOD 2019/2020 


PURPOSE 

To table before Council the Draft Integrated Development Plan (IDP) of the municipality for 
the period spanning from I July 2019 to 30 June 2020 and Draft Budget for the 2019/2020 
financial year ior consideration and adoption. 


RESOLUTIONS 
The Council resolved: 

1. To note draft IDP/Budget for 2019/2020 financial year. 

2. To adopt the draft IDP and Budget for the period 2019/2020 as a strategic document to 

guide developmental initiatives and programmes for duration of the period enunciaxed 
therein. 

3. To make public the draft IDP and Budget, Budget in terms of section 21A of the 
Municipal Systems Act, wherein local community will be invited to submit comments 
in connection with the draft IDP and Budget. 

4. To submit the Draft IDP and Budget to provincial department responsible for Local 
Government, Provincial and National Treasury 
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Certification that the Draft Budget for 2019/20 is correctly 
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management system 
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* i he adopted Draft budget on the municipality's financial system is locked and will not be 
changed as it serves as the baseline against which to monitor and measure 
performance; and 

* The relevant Draft budget return forms have been submitted to the iocal government 
database. 

!. further certify that the municipality has in place controls to ensure that any changes to the 
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Draft Budget 


1.1 Mayor’s Report 

In his SOMA Speech to Council on March 2019, the Mayor said: “We cannot do the same old 
things and expect different results”. In the past three years, the world economy has gone through 
its deepest recession in over 70 years. Signals are that the recovery is still fragile and many 
commentators caution that current positive economic trends may be short-lived and that the world 
economy may yet experience a second recessionary wave. Intsika yethu Local Municipality was 
in no way immune to the harsh economic realities associated with the recession. Among the 
impact there are serious cash flow challenges currently experienced by the municipality due to 
declining collection rates; historic expenditure patterns and a general lack of “investment 
opportunities”. 

Management within local government has a significant role to play in strengthening the link 
between the citizen and government’s overall priorities and spending plans. The goal should be 
to enhance service delivery aimed at improving the quality of life for all people within the Intsika 
yethu Local Municipality. Budgeting is primarily about the choices that the municipality has to 
make between competing priorities and fiscal realities. The challenge is to do more with the 
available resources. We need to remain focused on the effective delivery of the core municipal 
services through the application of efficient and effective service delivery mechanisms. 

The application of sound financial management principles for the compilation of the lYM’s financial 
plan is essential and critical to ensure that the IYM remains financially viable and that sustainable 
municipal services are provided economically and equitably to all communities. 


1.2 Council Resolutions 

On 28 March 2019, the Council of Intsika yethu Local Municipality is meeting to consider the draft 
budget of the municipality for the financial year 2019/20. The Council will approve and adopt the 
following resolutions: 

1. The Council of Intsika yethu Local Municipality, acting in terms of section 24 of the Municipal 
Finance Management Act, (Act 56 of 2003) approves and adopts: 

1.1. The final budget of the municipality for the financial year 2019/19 and the multi-year and 
single-year capital appropriations as set out in the following tables: 

1.1.1. Budgeted Financial Performance (revenue and expenditure by standard 
classification) 

1.1.2. Budgeted Financial Performance (revenue and expenditure by municipal vote) 

1.1.3. Budgeted Financial Performance (revenue by source and expenditure by type) and 

1.1.4. Multi-year and single-year capital appropriations by municipal vote and standard 
classification and associated funding by source 

1.2. The financial position, cash flow budget, cash-backed reserve/accumulated surplus, 
asset management and basic service delivery targets are approved as set out in the 
following tables: 

1.2.1. Budgeted Financial Position; 

1.2.2. Budgeted Cash Flows as contained; 
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1.2.3. Cash backed reserves and accumulated surplus reconciliation; 

1.2.4. Asset management and 

1.2.5. Basic service delivery measurement. 

2. The Council of Intsika Yethu Local Municipality, acting in terms of section 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 
1 July 2019: 

2.1. the tariffs for property rates, 

2.2. the tariffs for solid waste services 

3. The Council of Intsika Yethu Local Municipality, acting in terms of 75A of the Local 
Government: Municipal Systems Act (Act 32 of 2000) approves and adopts with effect from 
1 July 2018 the tariffs for other services, as set out in Annexure. 

4. To give proper effect to the municipality’s annual budget, the Council of Intsika Yethu Local 
Municipality approves: 

4.1. That cash backing is implemented through the utilisation of a portion of the revenue 
generated from property rates to ensure that all reserves and provisions, and unspent 
conditional grants are cash backed as required in terms of the municipality’s funding and 
reserves policy as prescribed by section 8 of the Municipal Budget and Reporting 
Regulations. 

4.2. That the municipality be permitted to enter into long-term loans for the funding of the 
capital programmes in respect of the 2019/20 financial year limited to an amount of the 
project to be funded in that financial year of the MTREF in terms of Section 46 of the 
Municipal Finance Management Act. 

4.3. That the Municipal Manager be authorised to sign all necessary agreements and 
documents to give effect to the above lending programme. 

1.3 Executive Summary 

The application of sound financial management principles for the compilation of the lYM’s financial 
plan is essential and critical to ensure that the IYM remains financially viable and that municipal 
services are provided sustainably, economically and equitably to all communities. 

The lYM’s business and service delivery priorities were reviewed as part of this year’s planning 
and budgeting process. Where appropriate, funds were transferred from low- to high-priority 
programmes so as to maintain sound financial stewardship. A critical review was also undertaken 
of expenditures on non-core and ‘nice to have’ items. This has resulted in savings to the 
municipality on the current financial year’s adjusted budget. Key areas where savings were 
realized, were on personnel and other projects that couldn’t commence in this financial year. 

The IYM has embarked on implementing a range of revenue collection strategies to optimize the 
collection of debt owed by consumers. These collection strategies include the appointment of the 
debt collector to collect on behalf of the Municipality and the results are quite good. Furthermore, 
the IYM has undertaken various customer care initiatives to ensure the municipality truly involves 
all citizens in the process of ensuring a people lead government. The Intsika Yethu Local 
Municipality is also in the processes of finalizing the new general valuation roll to be implemented 
on the 01 July 2019. The municipal velour has already submitted a final SV and now the process 
for objections has been opened. 
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National Treasury’s MFMA Circular No. 71 and 72 were used to guide the compilation of the 

2019/20 MTREF. 

The main challenges experienced during the compilation of the 2019/20 MTREF can be 

summarized as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritize projects and expenditure within the existing resource envelope 
given the cash flow realities. 

• Wage increases for municipal staff that continue to exceed consumer inflation, as well as 
the need to fill critical vacancies; 

• Affordability of capital projects - original number of allocations had to be reduced and the 
operational expenditure associated with prior year’s capital investments needed to be 
factored into the budget as part of the 2019/20 MTREF process; and 

• Availability of affordable capital/borrowing (front loading proved to be expensive) to finalize 
DTC. 

The following budget principles and guidelines directly informed the compilation of the 2019/20 

MTREF: 

• The 2018/19 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget were adopted as the upper limits for the new 
baselines for the 2019/20 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, 
targets and backlog eradication goals; 

• Tariff and property rate increases should be affordable and should generally not exceed 
inflation as measured by the CPI, except where there are price increases in the inputs of 
services that are beyond the control of the municipality, for instance the cost of telephone 
and fuel expenses, etc. In addition, tariffs need to be reduced because of huge increases 
in the value of the properties as it has been indicated by the new general valuation roll 
and should take into account the need to address service delivery backlogs; 

• There will be no budget allocated to national and provincial funded projects unless the 
necessary grants to the municipality are reflected in the national and provincial budget and 
have been gazetted as required by the annual Division of Revenue Act; 

In view of the aforementioned, the following table is a consolidated overview of the proposed 

2019/20 Medium-term Revenue and Expenditure Framework: 

Table 1: Consolidated Overview of the 2019/20 MTREF 


Budget Year Budget Year Budget Year 

2019/20 2020/21 2021/22 

Total Revenue 

254,166,011.66 

262,121,104.29 

278,049,911.92 

Opex 

192,822,467.70 

206,463,583.60 

221,350,044.70 

Surplus(Deficit) 

6,212,853.62 

660,557.38 

-2,130,522.11 

Capex 

55,130,690.34 

54,996,963.31 

58,830,389.33 


Total municipal revenue has increase by R3 092 885.03 for the 2019/20 financial year when 
compared to the 2018/19 Adjustment Budget. For the two outer years, operational revenue will 
increase by 5.4 per cent respectively 
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Total operating expenditure for the 2019/20 financial year has been appropriated at 
R192 822 467.70 and translates into a budgeted deficit which is coursed by the depreciation and 
impairments. When compared to the 2018/19 Adjustments Budget, operational expenditure has 
decreased by 11.5 per cent in the 2019/20 budget and by 4.5 in outer year 1 and increased by 
2.6 per cent in outer year 2 of the MTREF. 

The capital budget of R 55 million for 2019/20 is 9 per cent less when compared to the 2018/19 
Adjustment Budget. The reduction is due to various projects being finalized in the previous 
financial year as well as affordability constraints in the light of current economic circumstances. 
A substantial portion of the capital budget will be funded from grants over MTREF. Note that the 
IYM has not reached its prudential borrowing limits and so there is very huge chance to still incur 
some debt for capital programmes, if need be. 

1.4 Operating Revenue Framework 

For Intsika Yethu Local Municipality to continue improving the quality of services provided to its 
citizens it needs to generate the required revenue. In these tough economic times strong revenue 
management is fundamental to the financial sustainability of every municipality. The reality is that 
we are faced with development backlogs and poverty. The expenditure required to address these 
challenges will inevitably always exceed available funding; hence difficult choices have to be 
made in relation to tariff increases and balancing expenditures against realistically anticipated 
revenues. 

The municipality’s revenue strategy is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in the IYM and continued economic development; 

• Efficient revenue management, which aims to ensure a 95 per cent annual collection rate 
for property rates and other key service charges; 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by establishing/calculating the revenue requirement 
of each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property 
Rates Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic services; and 

• Tariff policies of the IYM. 

The following table is a summary of the 2019/20 MTREF (classified by main revenue source): 

Summary of revenue classified by main revenue source 

In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these 
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EC135 Intsika Yethu - Table A4 Budgeted Financial Performance (revenue and expenditure) 


Description 

R thousand 

Ref 

1 

[ 2015/16 

2016/17 

2017/18 

Current Year 2018/19 

2019/20 Medium Term Revenue & 

Expenditure Framework 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2019/20 

Budget Year 

+1 2020/21 

Budget Year 

+2 2021/22 

Revenue B Source 












Property rates 

2 

- 

7210 

4 579 

7 500 

7 500 

7 500 

7 500 

7 000 

7 378 

7 776 

Service charges - electricity revenue 

2 

- 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

Service charges - water revenue 

2 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Service charges - sanitation revenue 

2 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Service charges - refuse revenue 

2 

- 

838 

1 018 

- 

900 

900 

900 

1 400 

1 476 

1 555 

Rental of facilities and equipment 


- 

- 

- 

- 

1 669 

1 669 

1 669 

1 743 

1 837 

1 936 

interest earned - external investments 


- 

2 870 

2 802 

1 000 

1 000 

1 000 

1 000 

2 000 

2 108 

2 222 

Interest earned - outstanding debtors 


- 

1 069 

859 

- 




_ 

_ 

_ 

Dividends received 


- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Fines, penalties and forfeits 


- 

1 541 

92 

1 005 

1 005 

1 005 

1 835 

400 

422 

444 

Licences and permits 


- 

2 506 

1 806 

2 690 

2 063 

2 063 

2 063 

2 000 

2 108 

2 222 

Agency services 


- 

1 955 

1 281 

- 

- 

- 


700 

738 

778 

Transfers and subsidies 


- 

161 908 

152 119 

152 684 

154 899 

154 B99 

154 899 

155 315 

161 043 

163 762 

Other revenue 

2 

- 

102 

572 

15 324 

14 538 

14 538 

14 538 

22 704 

23 930 

25 222 

Gains on disposal of PPE 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

Total Revenue (excluding capital transfers 


- 

179 996 

165 128 

180 203 

183 574 

183 574 

184 404 

193 262 

201 039 j 

205 917 

and contributions) 












Expenditure By Type 












Employee related costs 

2 


102 737 

38 772 

116 361 

116 581 

116 581 

116 581 

115 242 

124 224 

134 669 

Remuneration of councillors 



16 053 

9 562 

16 738 

16 738 

16 738 

16 73B 

18 077 

19 523 

20 578 

Debt impairment 

3 

- 

187 

- 

(641) 

641 

641 

641 

686 

723 

762 

Depreciation & asset impairment 

2 

- 

21 021 

- 

23 646 

23 646 

23 646 

23 646 

23 707 

24 987 

26 336 

Finance charges 


! 

0 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Bulk purchases 

2 

- 

- 

- 

- 


_ 

_ 



_ 

Other materials 

6 

- 

5 129 

5 515 

7 436 

10 031 

10 031 

10 031 

8 908 

9 389 

9 310 

Contracted services 


- 

14 390 

6 473 

12 652 

12 550 

12 550 

12 550 

3 261 

3 438 

3 623 

Transfers and subsidies 


- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

Other expenditure 

4, 5 

- 

114 541 

32 725 

35 667 

45 447 

45 447 

45 447 

25 092 

26 446 

28 502 

Loss on disposal of PPE 


_ 

5 721 

- 

- 

- 

- 

_ -J 

- 1 

- | 

- 

Total Expenditure 


- 

279 779 

93 047 

211 859~ 

225 635 

225 635 

225 635 

194 973 1 

206 729 

223 781 

Surplusf(Deficit) 


_ 

(99 781) 

72 0B1 

(31 656)1 

(42 061) 

(42 061) 

(41 231) 

(1 712) 

(7 691) 

(17 863) 

I ransters and subsidies - capital (monetary 





i 

| 







allocations) (National ! Provincial and District) 


- 

(51 578) 

(4 793) 

(55 962) 

(58 762) 

(58 762) 

(58 762) 

55 053 

54 915 

58 744 

Transfers and subsidies - capita! (monetary 












allocations) (National t Provincial Departmental 












Agencies, Households, Non-profit Institutions, 












Private Enterprises, Public Corporations, Higher 

6 

- 

- 

- 

- 

_ 

_ 

_ 

_ 

_ 

_ 

Transfers and subsidies - capital (in-kind - all) 


- 1 

“ 1 

_ _ 

_ 

- 

- 

- 

- [ 

- 

- 

Surplus/(Deficit) after capital transfers & 

| 

- 

(151 360) 

67 288 

(87 618) 

(100 823} 

(100 823)' 

(99 993) 


47 224 ' 

40 881 

contributions 

1 








53 341 | 



Taxation 


_ 

- | 

- 


- 

- 

- 

- 

- | 

- 

Surplus/(Deficit) after taxation 

f 

- 

(151 360) 

67 288 

(87 618) 

(100 823) 

(100 823) 

(99 993) 

53 341 j 

47 224 

40 881 

Attributable to minorities 


_- 

- 

- 

- 

- 

- 

- 

- | 

- | 

- 

Surplus/(Defictt) attributable to municipality 

i 

- 

(151 360) 

67 288 

(87 618) 

(100 823) 

(100 823) 

(99 993)' 

53 341 [ 

47 224 

40 881 

Share of surplus/ (deficit) of associate 

7 1 

- | 

- 

- 

- 

- 

- 

- 

_-j 

- | 

- 

1 Surplus/(Deficit) for the year 

! 

! 

- | 

(151 360) j 

67 288 

(87 618) 

(100 823) j 

(100 823) 

(99 993} j 

53 341 ’ 

47 224 

40 881 


Revenue sources would distort the calculation of the operating surplus/deficit. 

Revenue generated from rates and services charges forms a significant percentage of the 
revenue basket for the IYM. Rates and service charge revenues comprise 0.004% of the total 
revenue mix. In the 2019/20 financial year, revenue from rates and services charges total to R 7 
million. A notable trend is the decrease in the total percentage of revenue generated from rates 
and services charges which decreased by 7.1 per cent for 2019/20 financial year. The above table 
excludes revenue foregone arising from discounts and rebates associated with the tariff policies 
of the Municipality. Details in this regard are contained in Table SAlof the A1 Budget Schedule. 

The other important sources is ‘other revenue’ which consists of various items such as income 
received from permits and licenses, building plan fees, income from plant, pound fees, tender 
fees natis agency fees, vat and advertisement fees. Departments have been urged to review the 
tariffs of these items on an annual basis to ensure they are cost reflective and market related. 
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Operating grants and transfers total R210 million in the 2019/20 financial year and decreased 
from R213 million by 2018/19. The following table gives a breakdown of the various operating 
grants and subsidies allocated to the municipality over the medium term: 

Operating Transfers and Grant Receipts 


EQUATABLE 

SHARE 

150,059,000.00 

158,828,000.00 

168,435,000.00 

MIG 

43,020,000.00 

45,315,000.00 

48,616,000.00 

FMG 

2,215,000.00 

2,215,000.00 

2,215,000.00 

EPWP 

2,591,000.00 


- 

INEP 

12,033,000.00 

9,600,000.00 

10,128,000.00 

EPWP GREENEST 

- 

- 

- 

LIBRARY AND ARCHIVES 

450,000.00 

- 

- 

GRAND TOTAL REVENUE 

210,368,000.00 

215,958,000.00 

229,394,000.00 


Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs 
and other charges were revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability of the IYM. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible. Municipalities must justify in their budget documentation all 
increases in excess of the 6 per cent upper boundary of the South African Reserve Bank’s inflation 
target. Excessive increases are likely to be counterproductive, resulting in higher levels of non¬ 
payment. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilized for the calculation of the CPI consist of items such as food, petrol and 
medical services, whereas the cost drivers of a municipality are informed by items such as the 
cost of remuneration, bulk purchases, petrol, diesel, chemicals, cement etc. The current 
challenge facing the IYM is managing the gap between cost drivers and tariffs levied, as any 
shortfall must be made up by either operational efficiency gains or service level reductions. Within 
this framework the IYM has undertaken the tariff setting process relating to service charges as 
follows. 
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1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 

National Treasury’s MFMA Circular No. 51 deals, inter alia with the implementation of the 
Municipal Property Rates Act, with the regulations issued by the Department of Co-operative 
Governance. These regulations came into effect on 1 July 2009 and prescribe the rate ratio for 
the non-residential categories, public service infrastructure and agricultural properties relative to 
residential properties to be 0,25:1. The implementation of these regulations was done in the 
previous budget process and the Property Rates Policy of the Municipality has been amended 
accordingly. 

Refer to the rate policy for the actual amendments made to it. 


1.4.2 Waste Removal and Impact of Tariff Increases 

Currently solid waste removal is operating at a deficit. It is widely accepted that the rendering of 
this service should at least break even, which is currently not the case. The IYM will have to 
implement a solid waste strategy to ensure that this service can be rendered in a sustainable 
manner over the medium to long-term. The main contributors to this deficit are repairs and 
maintenance on vehicles (old trucks), increases in general expenditure such as petrol and diesel 
and the cost of remuneration. Considering the deficit, it is recommended that a comprehensive 
investigation into the cost structure of solid waste function be undertaken, and that this include 
investigating alternative service delivery models, i.e. Recycling. The outcomes of this 
investigation will be incorporated into the next planning cycle, for the investigation is still in 
progress. 

The amount payable is billed on monthly bases: 


1.5 Operating Expenditure Framework 

The lYM’s expenditure framework for the 2019/20 budget and MTREF is informed by the 

following: 

• The asset renewal strategy and the repairs and maintenance plan; 

• Balanced budget constraint (operating expenditure should not exceed operating revenue) 
unless there are existing uncommitted cash-backed reserves to fund any deficit; 

• Funding of the budget over the medium-term as informed by Section 18 and 19 of the 
MFMA; 

• The capital programme is aligned to the asset renewal strategy and backlog eradication 
plan; 

• Operational gains and efficiencies will be directed to funding the capital budget and other 
core services; and 

• Strict adherence to the principle of no project plans no budget. If there is no business plan 
no funding allocation can be made. 
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The following table is a high level summary of the 2019/20 budget and MTREF (classified per 
main type of operating expenditure): 

Summary of operating expenditure by standard classification item 


The budgeted allocation for employee related costs for the 2019/20 financial year totals 
R133 319 303.00, which is the same as that, of the 2018/19 adjusted budget. The employee 
related cost budget is equals to 69 per cent of the total operating expenditure and 52.3 per cent 
of the total budget. Based on the collective SALGBC agreement, salary increases have been 
factored into this budget at a percentage increase of 8 per cent for the 2019/20 financial year. An 
annual increase of 8 per cent has been included in the two outer years of the MTREF. As part of 
the lYM’s cost reprioritization and cash management strategy vacancies have been significantly 
rationalized downwards. As part of the planning assumptions and interventions all vacancies 
were originally removed from the budget and a report was compiled by the Corporate Services 
Department relating to the prioritization of critical vacancies within the Municipality. In addition 
expenditure against overtime was significantly reduced, with provisions against this budget item 
only being provided for emergency cases and other critical functions. 

The cost associated with the remuneration of councilors is determined by the Minister of Co¬ 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been 
taken into account in compiling the lYM's budget. The cost for the remuneration of councilors is 
R 18 077 290.33 for 2019/20 financial year which shows an increase of 8 per cent compared to 
2018/19 financial year. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). 

Other materials/expenditure comprises of amongst others the purchase of fuel, diesel, materials 
for maintenance, cleaning materials and chemicals, etc. In line with the lYM’s repairs and 
maintenance plan this group of expenditure has been prioritized to ensure sustainability of the 
lYM’s infrastructure. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which cost savings 
and efficiencies can be achieved. 

The following table gives a breakdown of the main expenditure categories for the 2019/20 
financial year. 
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Main operational expenditure line items for the 2019/20 financial year 


GENERAL EXPENDITURE 





SALGA FEES 

_ 



1,437,472.48 

1,515,096.00 

1,596,911.18 

1 PUBLIC PARTICIPATION 


5,549.31 

5,848.97 

6,164.82 

ADVERTISING 



110,986.20 

116,979.45 

123,296.35 

ANNUAL REPORT 



53,273.38 

56,150.14 

59,182.25 

WORKING ON FIRE 

1 





. 

AUDIT COMMITTE FEES 


166,479.30 

175,469.18 

184,944.52 

AUDIT FEES 



6,500,000.00 

6,851,000.00 

7,220,000.00 

BANK CHARGES 



50,000.00 

52,700.00 

55,545.80 

EPWP GREENEST 






CATERING 



55,493.10 

58,489.73 

61,648.17 

CLEANING MATERIAL 



198,777.72 

209,511.71 

220,825.35 

CHRIS HANI LIBRARY FUND 


450,000.00 

474,300.00 

499,912.20 

CONFERENCE FEES 



200,000.00 

210,800.00 

222,183.20 

ELECTRICITY 



887,889.60 

935,835.64 

986,370.76 
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IMPAIRMENT 



686,011.24 

723,055.85 

762,100.00 

DEPRECIATION 



23,706,740.00 

24,986,903.96 

26,336,196.77 

FREE BASIC SERVICES 



4,178,477.60 

4,404,115.39 

4,641,937.62 

FUEL AND OIL 



2,500,000.00 

2,635,000.00 

2,777,290.00 

FMG - IT SYSTEMS 



1,879,828.00 

1,981,338.71 

2,088,331.00 

FMG-ASSET REGISTER 


335,172.00 

353,271.29 

372,347.94 

HIV AND AIDS 






'ICTEXPENSES 



800,000.00 

843,200.00 

888,732.80 

IDP ANNUAL REVIEWAL 


70,000.00 

73,780.00 

77,764.12 

INSURANCE FOR ASSETS 


600,000.00 

632,400.00 

— 

666,549.60 

LABOUR (Workman's Compensation Act) 

332,958.60 

350,938.36 

369,889.04 

LANDFILSITE 



100,000.00 

105,400.00 

111,091.60 

LED PROJECTS - AGRIC SUPPOR1 

_ 

r 


800,000.00 

843,200.00 

888,732.80 

LED PROJECTS - TOURISM DEV 


80,000.00 

84,320.00 

88,873.28 

LED PROJECTS - livestock 


500,000.00 

527,000.00 

555,458.00 

SMME SUPPORT INITIATIVE 


500,000.00 

527,000.00 

555,458.00 

LEGAL FEES 



200,000.00 

210,800.00 

222,183.20 

LICENCE AND REGISTRATION 


350,000.00 

368,900.00 

388,820.60 

MAYORS CUP 



700,000.00 

737,800.00 

777,641.20 

MPAC EXPENSES 



30,000.00 

1 

31,620.00 

33,327.48 

NATIONAL DAY CELEBRATION 


100,000.00 

105,400.00 

111,091.60 

TRAFFIC TESTING STATION EQUIPMENT 



- 

OHS AND EAP 





— 

OFFICE EQUIPMENT-RENTAL 

i 


500,000.00 

527,000.00 

555,458.00 
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PERFORMANCE MANAGEMENT SYSTEM 

200,000.00 

210,800.00 

222,183.20 

POUND FEES 



55,862.00 

58,878.55 

62,057.99 

PROTECTIVE CLOTHING 


50,000.00 

52,700.00 

55,545.80 

POSTAGE 



16,647.93 

17,546.92 

18,494.45 

1 REPAIRS AND MAINTNANCE MOTOR 
VEHICLE 

1,500,000.00 

1,581,000.00 

1,666,374.00 

REPAIRS AND MAINTNANCE FOR BUILDING 

500,000.00 

527,000.00 

555,458.00 

REPAIRS TRANSIDO 



100,000.00 

105,400.00 

--- 1 

111,091.60 

SECURITY SERVICES (RED GUARD) ARLAMS 

200,000.00 

210,800.00 

222,183.20 

SUBSISTANCE AND TRAVELLING 


712,269.21 

750,731.75 

791,271.27 

ROAD MAINTENANCE 



200,000.00 

210,800.00 

222,183.20 

MEMBERSHIP FEES 



20,000.00 

21,080.00 

22,218.32 

SPU 



30,000.00 

31,620.00 

33,327.48 

TOWN PLANNING 



500,000.00 

527,000.00 

555,458.00 

TELEPHONE 



1,117,240.00 

1,177,570.00 

1,241,159.79 

TRAFFIC CARDS 



279,310.00 

294,392.74 

310,289.95 

TRAINING 



500,000.00 

527,000.00 

555,458.00 

TRAVELLING AND ACCOMM 


677,690.34 

714,285.62 

752,857.04 

SOCIAL NEEDS 



15,000.00 

15,810.00 

16,663.74 

UNIFORM 



150,000.00 

158,100.00 

166,637.40 

VALUATION ROLL 






PLANNING AND DESIGN OF ROADS 




FUEL 



. 



WARD COMMITTEES 



3,324,036.00 

3,503,534.67 

3,692,725.54 

HERITAGE 



150,000.00 

158,100.00 

166,637.40 
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INTERGRATED ENERGY CENTER 

__ 


100,000.00 

105,400.00 

111,091.60 

WELNESS EXPENSES 


40,000.00 

42,160.00 

44,436.64 

1 TOTAL GENERAL EXPENSES 


59,503,164.70 

62,716,335.59 

66,103,017.72 


1.5.1 Priority given to repairs and maintenance 

Aligned to the priority being given to preserving and maintaining the lYM’s current infrastructure 
and other assets, the 2019/20 budget and MTREF provide for extensive growth in the area of 
asset maintenance, as informed by the asset renewal strategy and repairs and maintenance plan 
of the IYM. In terms of the Municipal Budget and Reporting Regulations, operational repairs and 
maintenance is not considered a direct expenditure driver but an outcome of certain other 
expenditures, such as remuneration, purchases of materials and contracted services. 

Operational repairs and maintenance 


During the compilation of the 2019/20 MTREF operational repairs and maintenance was identified 
as a strategic imperative owing to the aging of the lYM’s infrastructure and historic deferred 
maintenance. 

To this end, repairs and maintenance was kept the same because of the financial difficulties in 
2018/19 financial year. During the 2018/19 Adjustment Budget this allocation was adjusted by 
R500 000.00. Notwithstanding , as part of the 2019/20 MTREF this strategic imperative remains 
a priority as can be seen by the budget appropriations over the MTREF. The total budget for 
repairs and maintenance is in-line with the National Treasury circular which indicates that the 
budget for repairs and maintenance must be 8 per cent. 


1.5.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are required to register 
in terms of the lYM’s Indigent Policy. The target is to register as many indigent households as 
possible during the 2019/20 financial year, a process reviewed annually. The process for the 
ward based data collection has been concluded and the indigent policy is also yet to be approved 
by the council in the next council meeting. 

The cost of the social package of the registered indigent households is largely financed by national 
government through the local government equitable share received in terms of the annual Division 
of Revenue Act. 


Currently indigent beneficiaries are supplied with electricity through a service level agreement 
with Eskom. Indigent beneficiaries are no longer supplied with alternative energy (Solar). 
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1.6 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by line item: 


iCAPITAL PROJECTS j 

PMU 

2151000.00 [ 

2 265 750.00 

2 430800.00 ! 

UPGRADING OF TSOMO RDS & STORMWATER 

- 1 

\ 

- 1 

- 

- 

LUBISISCHALETTS 

- 

- 

DEVELOPMENT OF COFIMVABA SPORT 

7117 600.60 | 

- 

- 

UPGRADING OF LANDFILL SITE 

4 413 999.19 1 

- 

_ 

UPGRADlNG OF GRAVEL ROAD SURFACING 

11862 400.21 | 

7107 211.27 

- 

XUME TO NOBOKWE 

_ I 

- 


iFOURTY TO MAWUSHENI 

- 1 

- 

_ 

JARA ACCESS ROADS 

.1 . 

.- .. 1 

- 

- 

MAHLATHINI ACCESS ROADS 

_ 1 

. 1 

- 

- 

TSOMO TAXI RANK 

- 1 

- 

_ 

PUBLIC TOILETS 

.1. 

- 

_ 

ELECTRIFICATION OTP 

. 1 

., . . i 

- 

. 

WEST BANK REPAYMENT 

- 1 

- 

_ 

OFFICE FURNITURE 

.1. 

" 1 

- 

_ 

INEP PROJECTS 

12 033 000.00 j 

9 600 000.00 

10128 000.00 

TSOMO STREET LIGHTING PH2 

- f 

- 

- 

COFIMVABA COMM LIGHTING PH3 

1 

- 1 

- 

_ 

COMPUTERS AND EQUIPMENT 

77 690.34 [ 

81963.31 

86 389.33 

CUBE ACCESS ROAD 

2 250 000.00 1 

- 

l 

NDLUNKULU via KHEKHETO MDIBANISO 

3 225 000.00 | 

- 


NOMALUNGELO TO MPOMVANE ACCESS ROAD 

4 500000.00 J 

5 250000.00 i 

- 

_ 

PAGEL SHOP TO MTSHANYANE J.S.S ACCESS ROAD 

- 


MANGE TO CHITEKA ACCESS ROAD 

2 250 000.00 j 

- 

- 

MIYA ACCESS ROAD 

1 

.i. 

- i 

1770 000.00 

- 

MCAMBALALA ACCESS ROAD 

8 850 000.00 

_ 

MTETUVUMILE ACCESS ROAD 

..f. 

- 1 

4 130 000.00 

_ 

MNYANGULETO MFIHLWENI ACCESS ROAD 

1 

! 

- 1 

8 344 783.23 

- 

NTLONZEACCESS ROAD 

8 127 255.50 

- 

MBULUKWEZA ACCESS ROAD 

. 1 

~ | 

1770000.00 

_ 

NOMADAMBE ACCESS ROAD 

. 1 

2 950000.00 

_ 

R61DUBA ACCESS ROAD 

- i 

- 

3 000 000.00 

MNCUNCUZO ACCESS ROAD 

i 

- i 

- 

1550 000.00 

GC1BHALA TO JOJWENI ACCESS ROAD 

_ i 

. i 

- 

8 258161.27 

TYELERHA ACCESS ROAD 

l. 

- i 

- 

8 344 783.23 

NYAMANKULU ACCESS ROAD 

i 

. - .i. . 

- 

8127 255.50 

DALIBUHLE ACCESS ROAD 

_ i 

i 

- 

2 905 000.00 

NGXABANGU ACCESS ROAD 

.i. 

- i 

- 

6 700 000.00 

KULO NGQAYI ACCESS ROAD 

. i . 

- i 

- 

4 300 000.00 

NYANISWENI ACCESS ROAD 

_ i 

. i 

- 

1200 000.00 

QUMANCO-MAQOMENI ACCESS ROAD 

- i 

- 

1800000.00 

.I. 

. . I_ 

TOTAL CAPITAL EXPENDITURE BUDGET 

55 130 690.34 ! 

54 996 963.31 

58830389.33 
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1.7 Annual Budget Tables - Parent Municipality 

The following table presents the summary of the main budget table as required in terms of section 
8 of the Municipal Budget and Reporting Regulations. This table set out the municipality’s 2019/20 
budget and MTREF as approved by the Council. Each table is accompanied by explanatory notes 
on the facing page. 


EC135 Intsika Yethu - Table A1 Budget Summary 


Description 

2015/16 

2016/17 

2017/18 


Current Year 2018/19 


2019/20 Medium Term Revenue & 

Expenditure Framework 

R thousands 

Audited 

Outcome 

Audited 

Outcome 

Audited 

Outcome 

Original 

Budget 

Adjusted 

Budget 

Full Year 

Forecast 

Pre-audit 

outcome 

Budget Year 

2019/20 

Budget Year 

+1 2020/21 

Budget Year 

+2 2021/22 

1 Financial Performance 





1 






| Property rates 

- 

7 210 

4 579 

7 500 

7 500 

7 500 

7 500 

7 000 

7 378 

7 776 

1 Service charges 

- 

836 

1 018 

- 

900 

900 

900 

1 400 

1 476 

1 555 

investment rev enue 

- 

2 870 

2 802 

1 000 

#REF! 

#REF! 

#REF! 

2 000 

2 108 

2 222 

Transfers recognised - operational 

- 

161 908 

152 119 

152 684 

154 899 

154 899 

154 B99 

155 315 

161 043 

163 762 

Other own revenue 

- 

7 173 

4 610 

19 019 

20 275 

20 275 

21 105 

27 547 

29 034 

30 602 

Total Revenue (excluding capital transfers and 
contributions) 


179 998 

165 128 

180 203 

#REF! 

#REF! 

#REF! 

193 262 

201 039 

205 917 

Employee costs 

- 

102 737 

38 772 

116 361 

116 581 

116 581 

116 581 

115 242 

224 

I 

Remuneration of councillors 

- 

16 053 

9 562 

16 738 

16 738 

16 738 

16 73B 

18 077 

19 523 

20 578 

Depreciation & asset impairment 

- 

21 021 

- 

23 646 

23 646 

23 646 

23 646 

23 707 

24 987 

26 336 

Finance charges 

- 

0 

- 

- 

- 

- 

- 

- 

_ 

_ 

Materials and bulk purchases 

- 

5 129 

5 515 

7 436 

10 031 

10 031 

10 031 

8 908 

9 389 

9 310 

Transfers and grants 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

_ 

Other expenditure 

- 

134 839 

39198 

47 678 

58 638 

58 638 

58 638 

29 040 

30 607 

32 887 

Total Expenditure 

- 

279 779 

93 047 

211 859 

225 635 

225 635 

225 635 

194 973 

206 729 

223 781 

Surplus/(Deficit) 

- 

(99 781) 

72 081 

(31 656) 

SRE"! 

#REF! 

*REF! 

(1 712) 

(7 691) 

(17 863) 

Transfers and subsidies - capital (monetary allocate 

- 

(51 57B) 

(4 793) 

(55 962} 

(58 762) 

(58 762) 

(58 762) 

55 053 

54 915 

58 744 

Contributions recognised - capital & contributed ass= 

- 

- 

- 

- 

- 

- 

- 

- 

- 

- | 

Surplus/fDeficit) after capital transfers & 

- 

(151 360) 

67 288 

(87 618) 

#REF! 

#REF! 

#REF! 

53 341 

47 224 

40 881 

contributions 











Share of surplus/ (deficit) of associate 

- 

- 

- 

_ 

- 

- 

- 

- 

- 

- 

Surplus/fDeficit) for the year 

- 

(151 360) 

67 288 

(87 618) 

#REF! 

#REF! 

#REF! 

53 341 

47 224 

40 8B1 

Capital expenditure & funds sources 











Capital expenditure 

748 335 

(81 821) 

22 310 

51 154 

50 639 

50 639 

50 639 

52 977 

52 731 

56 400 

Transfers recognised - capital 

210 143 

(101 374) 

22 310 

49 154 

48 639 

48 639 

48 639 

52 977 

52 731 

56 400 

Borrowing 

- 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 

Internally generated fends 

42 127 

144 

- 

2 000 

2 000 

2 000 

2 000 

- 

- 

_ 

Total sources of capital funds 

252 270 

(101 230) 

22 310 

51 154 

50 639 

50 639 

50 639 

52 977 

52 731 

56 400 

Financial position 











Total current assets 

63 990 

17 656 

50 374 

- 

86 489 

86 489 

67 781 

86 489 

_ 

331 437 

Total non current assets 

582 297 , 

(102 681) 

22 318 

51 154 

120 400 

120 400 

125 990 

93 233 

9 563 

_ 

Total current liabilities 

(14 670) 

6 125 

7 651 

- 

(23 508) 

(23 508) 

(23 508) 

(23 SOB) 

- 

- 

Total non current liabilities 

(6 719) 

(1 551} 

- 

- 

(4 639) 

(4 639) 

(4 639} 

(4 639) 

- 

- 

Community wealth/Equity 

(586 243) 

53 941 

- 

(22 964) 

(151 274) 

(151 274) 

6 008 

164 583 

62 466 

398 032 

Cash flows 











Net cash from (used) operating 

- 

(20 604) 

77 108 

32 761 

26 011 

16 441 

16 441 

53 341 

47 224 

40 881 

Net cash from (used) investing 

748 335 

(81 821) 

22 310 

51 154 

50 639 

50 639 

50 639 

(52 978) 

(52 731) 

(56 400) 

Net cash tram (used) financing 

- 

* 

- 

- 

- 

- 

(23 508) 

- 

- 

- 

Cash/cash equivalents at the year end 

748 335 

(102 425) | 

99 419 

83 915 

76 650 

67 080 

43 571 

26 721 

21 214 

5 695 

Cash backing/surplus reconciliation 











Cash and investments available 

5 799 

19 368 

57 317 

- 

26 358 

26 358 

6 857 

26 358 

_ 

_ 

Application of cash and investments 

(17 916) 

17 225 

53 349 

- 

(28 097) 

(27 743) 

[27 947) 

- 

- 

(1 477 588} 

Balance ■ surplus (shortfall) 

23 715 

2 143 

3 968 

- 

54 455 

54 101 

34 804 

26 358 

- 

1 477 588 

Asset management 











Asset register summary (WDV) 

341 711 

6 377 

1 170 

11 074 

3 496 

3 496 

3 496 

1 474 

3B 398 

46 185 

Depreciation 

67 


- 

22 641 


- 

- 

- 

23 646 

23 646 

Renewal and Upgrading of Existing Assets 

184 804 

[107 656) 

8 753 

12 316 

23119 

23 119 

23 119 

16 414 

_ 

_ 

Repairs and Maintenance 

~ 

- 

- 

212 

212 

212 

212 

223 

236 

248 

Free services 











Cost of Free Basic Services provided 

- 

- 

- 

- 

- 

- 

- 


_ 


Revenue cost of tree services provided 

- 

- 

- 

- 

- 

- 

- 

_ 

_ 


Households below minimum service level 











Water: 

- 

- 

- 

- 

- 

_ 


_ 

_ 

_ 

Sanrtation/sewerage: 

- 

- 

- 

- 

- 

- 

- 

- 

- 

_ 

Energy: 

- 

- 

- 

- 

- 

- 

- 

_ 

- 

- 

Refuse: 

- 

" 

- 

- 

- 

- 

- 

- | 

- 

- 
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Explanatory notes to MBRR Table A1 - Budget Summary 

1. This is a Treasury template called Schedule A1, it is a budget summary and provides a concise 
overview of the lYM’s budget from all of the major financial perspectives (operating, capital 
expenditure, financial position, cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and funding 
compliance, as well as the municipality’s commitment to eliminating basic service delivery 
backlogs. 

3. A financial management reform emphasizes the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, Financial 
Position and Cash Flow Budgets, along with the Capital Budget. The Budget Summary 
provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognized is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow 
Budget 

iii. Internally generated funds are financed from a combination of the current 
operating surplus and accumulated cash-backed surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the Cash 
Flow Budget. The fact that the municipality’s cash flow remains positive, and 
is improving indicates that the necessary cash resources are available to fund 
the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances, and 
consequently many of its obligations are not cash-backed. This place the municipality in a 
very vulnerable financial position, as the recent slow-down in revenue collections highlighted. 
Consequently Council has taken a deliberate decision to ensure adequate cash-backing for 
all material obligations in accordance with the recently adopted Funding and Reserves Policy. 
This cannot be achieved in one financial year. But over the MTREF there is progressive 
improvement in the level of cash-backing of obligations. It is anticipated that the goal of having 
all obligations cash-back will be achieved by 2019/20, when a small surplus is reflected. 

5. Even though the Council is placing great emphasis on securing the financial sustainability of 
the municipality, this is not being done at the expense of services to the poor. The section of 
Free Services shows that the amount spent on Free Basic Services and the revenue cost of 
free services provided by the municipality continues to increase. In addition, the municipality 
continues to make progress in addressing service delivery backlogs 

1.8 Measurable performance objectives and indicators 

Performance Management is a system intended to manage and monitor service delivery progress 
against the identified strategic objectives and priorities. In accordance with legislative 
requirements and good business practices as informed by the National Framework for Managing 
Programme Performance Information, the IYM has developed and implemented a performance 
management system of which system is constantly refined as the integrated planning process 
unfolds. The Municipality targets, monitors, assess and review organisational performance which 
in turn is directly linked to department’s actual performance. 

At any given time within government, information from multiple years is being considered; plans 
and budgets for next year; implementation for the current year; and reporting on last year's 
performance. Although performance information is reported publicly during the last stage, the 
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performance information process begins when policies are being developed, and continues 
through each of the planning, budgeting, implementation and reporting stages. The planning, 
budgeting and reporting cycle can be graphically illustrated as follows: 


Oversight 

by Parliament pmv'mt il legislature or municipal council 


Assess and adjust 


End-year reporting 


Monitor and take 
corrective action 


Policy development 



identify desired impacts 



INSTITUTION 


yraWswiW titesteni&ent 
puMie en&y 


Jm piementation and 
in-year reporting 


Specify performance 
indicators 


Operational 
planning and 
budgeting 


Set targets and 
allocate resources 


The performance information and the SDBIP as developed by the IYM are not part of this 
document because the SDBIP will be finalized once the budget has been approved by the 
Council as per the MFMA no 56 of 2003 as amended. 


However the two final documents are available for inspection at the Municipal managers office, 
they will be made public after the approval of the budget and the actual finalization of the two 
documents by IYM management. 


Planning, budgeting and reporting cycle 

The performance of the IYM relates directly to the extent to which it has achieved success in 
realising its goals and objectives, complied with legislative requirements and meeting stakeholder 
expectations. The IYM therefore has adopted one integrated performance management system 
which encompasses: 

• Planning (setting goals, objectives, targets and benchmarks); 

• Monitoring (regular monitoring and checking on the progress against plan); 

• Measurement (indicators of success); 
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• Review (identifying areas requiring change and improvement); 

• Reporting (what information, to whom, from whom, how often and for what purpose); and 

• Improvement (making changes where necessary). 

The performance information concepts used by the IYM in its integrated performance 
management system are aligned to the Framework of Managing Programme Performance 
Information issued by the National Treasury and the management reports to Council on quarterly 
bases in this format: 


Schedule A is attached for reference to other tables 
This is nicely illustrated by the table below: 


The developmental results of 
achieving specific outcomes 

change? 

The medium-term results for 
specific beneficiaries that are 
the consequence of achieving 




outputs 


achieve? 

The final products, or goods 
and services produced for 
delivery 

WhM .w^ produce or 
deliver? 

The processes or actions 
that use a range of inputs to 
produce the desired outputs 

wMffi^ lyol,,comes 


The resources that 
contribute to the 
production and delivery 

work? 



OUI^OM 


OUTPUTS 


Manage 
towards 
achieving 
these 
results 


T£U 


ACTIVITIES 


INPUTS 


Plan, 
budget, 
implement 
and 
lonitor 


Figure 1 Definition of performance information concepts 


1.9 Recurring Audit Issues 


The Municipality has documented an Audit Action plan to ensure that issues that have been 
reported on the audit report do not resurface. Listed below is the list of recurring issues that were 
reported by the office of the Auditor General. 
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m 

Financial statement 
Mem 

m 

Occurred in 
prior year 

{“Yes/ “No") 

, 1 

Trade receivables 

from exchange 

transactions 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

2. 

Investments 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

3. 

Property, Plant & 
Equipment 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

4 

Payables from 
exchange 

transactions 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

5. 

Other NDR 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

8. 

Bad debts 

* A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

9. 

Depreciation 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

r io. 

Cash flow 

statement- Net cash 

flows from investing 

activities 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

ii 

Cash flow 

statement- Net cash 

flows from 

operating activities 

A journal was passed correcting the prior year figures 
which were disclaimed but no supporting documentation 
was submitted for audit purposes. 

Yes 

12. 

Cash & cash 

equivalent 

Comparative figure that was disclaimed in the prior year 
not corrected and no supporting documentation was 
provided for audit purposes. 

Yes 
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No 

Financial statement 
item 

Finding 

Occurred in i 
prior year j 

i 




(“Yes/“No") 

13. 

1 Cash and Bank 
equivalents 

No supporting documentation submitted 

Yes 

14. 

Cash and Bank 

TB does not agree to the balance disclosed in the AFS 

Yes 

15. 

Cash and Bank 

Reconciling items and bank reconciliation not cleared 
timorously 

Yes 

16. 

Provisions 

Supporting documentation for landfill site still in a draft 

format 

Yes ( 

17. 

L_ 

Property Plant and 
Equipment 

Useful life per annual financial statements not in line with 
recommended useful life per MFMA Local Government 
Capital Asset Management Guidelines 

Yes 

j 18. 

Revenue from 

exchange 

transactions 

The GL does not agree to the amounts disclosed in the 

financial statements 

Yes 

i9. ; 

Provisions 

Amounts per the TB not agreeing to the amounts per the 

AFS 

Yes 

20. 

AoPO 

KPA 1-Basic Services and Infrastructure Development 
(BSID) and KPA 2-LED-No Operating Monitoring and 
Evaluation (M&E) section. 

Yes 

21. 

AoPO 

KPA 2-LED-lnternal control deficiencies 

Yes 

22. 

AoPO 

KPA 1-Basic Services and Infrastructure Development 
(BSID) -Infrastructure-Internal control deficiencies 

Yes 

23. 

AoPO 

- KPA 1-Basic Services and Infrastructure Development 
(BSID)-Community services -Internal control deficiencies 

Yes 

24. 

AoPO 

- KPA l-BSID&KPA 2-LED-SOP shortcomings 

Yes 

25. 

AoPO 

Presentation and disclosure of information in annual 
performance report (APR) 

Yes 

26. 

Expenditure 

Internal control deficiencies 

Yes 
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m 

Financial statement 
item 

| Finding 

| 

Occurred in 
pier year 

("Yes/“No”) 

1 27. 

Use of consultants 

No formal transfer of skills from consultant to 

employees 

Yes 

~28. 

UNAUTHORSED 

EXPENDITURE 

No budget for non-cash items UNAUTHORSED 

EXPENDITURE 

Yes 

29. 

Use of consultants 

Control deficiencies in use of consultants 

Yes 


1.9.1 Historical Audit Reports 

■ Qualified 2013/2014 

■ Unqualified 2014/2015. 

■ Unqualified 2015/2016 

■ Unqualifed 2016/2017 

■ Unqualified 2017/2018 

IYLM has developed an action plan to address all the audit queries and has strengthened the 
internal audit unit for the better monitoring of the implementation of this plan. 

1.9.2 Internal Controls 

The Municipality has a functional Audit Committee that reports to the Council on a quarterly basis. 
This committee with the assistance of the Internal Audit unit ensures that the municipality has 
effective internal controls in place, these controls are tested on a regular basis to ensure that they 
are effective. 

There is a Risk Manager, which is a new post that has recently been created within the 
Municipality, there has been a risk management framework and risk policy that has recently been 
documented and communicated to the staff members. Risk assessment/ management is the 
responsibility of management and management ensures that this assessment is conducted on a 
yearly basis.The municipality has also appointed an Assistant Manager Compliance and Internal 
Controls to look at the total legislative compliance framework. 

The municipality maintains a proper filling system as each year during the preparation of the 
Financial Statement the Municipality prepares an accounting file which is in line with the treasury 
regulations as to the format of the file and all the contents that are on the file. 

1.9.3 Financial Policies 

1.9.3.1 Budget Related Policies 

The MFMA and the Budget and Reporting Regulations require budget related policies to be 
reviewed, and where applicable, be updated on an annual basis. 
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A review of the existing budget related policies has been done, promulgated into bylaws and 
gazetted. The following amended budget related policies have been submitted herewith for final 
adoption: 


a) Rates Policy 

b) Supply Chain Management Policy 

c) Cash and Investment Policy 

d) Fleet Management Policy 


1.9.3.2 Proposed Policies 

a) Borrowing Policy 

b) Funding and Reserves Policy 

c) Policy related to long term financial plan 

d) Policy relating to infrastructural investment and capital projects 

e) Budget Implementation Plan 

f) Policies related to Management of losses 

g) Policy on Pauper Burials 

h) Policy on Lease of Property 

i) Policy on Unauthorized/irregular and wasteful expenditure 

j) Policy on Contingent Liabilities 

k) Policy on Related Party Disclosures 

l) Policy on VAT 

m) Policy on delegation of authority 

n) Policy on catering 

o) Policy on GRAP Disclosures 

p) Policy on Journal Entries 

q) Policy on Capital Commitments 

1.9.4 Supply Chain Management 

1.9.4.1 Supply Chain Management Processes and Procedures 

Supply Chain Management Policy is in place for financial year under review and was reviewed in 
2018/2019 financial year. Supply Chain Management Processes and Procedures are in place and 
were communicated to all departments through workshops. 

The turnover for creditors is 85%, procurement turnover is 30 days and the creditors are services 
as per prescribed norms and standards. 

1.9.4.2 Bid Committees 

There are three bid committees: bid specification, bid evaluation and bid adjudication committee. 
When the municipality contracts for goods or services, it makes use of competitive bidding / a 
public call for tenders for contracts over R200 000 as well as for long term contracts. A competitive 
bidding process generally consists of different stages, for example, compiling bid specifications, 
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advertising the bid, the receipt and evaluation of bids, and the award and implementation of the 
contract. 


The Municipal Supply Chain Management Regulations require a municipality’s Supply Chain 
Management Policy to provide for a committee system to oversee the different stages. Bid 
committee system consists of a bid specification committee, a bid evaluation committee and a bid 
adjudication committee. 

The challenge pertaining to the implementation of the committee system is the lack of training of 
bid committee members to clearly understand the roles of responsibilities. 

1.9.4.3 Recommended Capacity Building of Bid Committees 

To build capacity of bid committee members who serve on bid specification, bid evaluation and 
bid adjudication committees so that all members are equipped with elements of SCM model that 
apply to bid committee system. Training will help them apply knowledge of applicable regulatory 
framework to ensure compliance and will educate them about the importance of ethical conduct 
at all stages of bid committee process. 

1.9.4.4 Contracts Management 

Contract management is the proactive monitoring, review and management of contractual terms 
secured through the procurement process to ensure that what is agreed is actually delivered by 
suppliers or partners. Contract Register is maintained and updated regularly. 

Currently SCM have a Contract Management Clerk and propose to have a staff dedicated to 
contract management as this function is very key in ensuring compliance with the terms and 
conditions agreed and documenting and agreeing any changes or amendments that may arise 
during contract implementation or execution. 

1.9.4.5 Municipal Standard Chart of Accounts (Mscoa) 

The municipal standard chart of accounts (mSCOA) has been implemented as at 01 July 2017 
The municipality is transacting live on Mscoa. 
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